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Dear Friend,  
 
In less than two weeks, on July 1, 2006, the 
interest rates on outstanding federal student 
loans are expected to rise to just over 7 
percent—the highest rate in six years—and the 
rate on outstanding federal parent loans are 
expected to rise to about 7.8 percent.  
 
Student borrowers who consolidate before July 
1st may be eligible to lock in a rate as low as 
4.75 percent over the life of their loan(s)—which 
would save the typical undergraduate borrower 
almost $3,500 over the life of his or her loan. But 
students and parents must act quickly to ensure 
that they can lock in these lower rates. 

What is loan consolidation? 
Consolidating your loans means that you are 
combining all of your student loans into one loan. 
Not only can you lock in a lower interest rate by 
consolidating your loans, you can also save 
time by only having to pay one loan each month, 
rather than multiple loans. Students and parents 
who have taken out at least one loan through the 
federal government's Federal Family Education 
Loan (FFEL), Direct Loan or Perkins Loan 
programs may be eligible to lock in a low fixed 
rate over the life of their loan(s), but only if they 
consolidate by June 30, 2006. 

Why should student and parent borrowers 
consider consolidating before July 1, 2006? 
On July 1st the interest rates on outstanding 
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federal student loans are expected to rise to just 
over 7 percent—the highest rate in six years—
and the rate on outstanding federal parent loans 
are expected to rise to about 7.8 percent. 
Student borrowers who consolidate before July 
1st may be eligible to lock in a rate as low as 
4.75 percent over the life of their loan(s)—which 
would save the typical undergraduate borrower 
almost $3,500 over the life of his or her loan. 
Parent borrowers who consolidate before July 1st 
may be eligible to lock in a rate as low as 6.1 
percent over the life of their loan(s). 

Consolidation may also deliver other benefits to 
borrowers such as eliminating the need for 
dealing with multiple lenders or allowing 
borrowers to enroll in payment plans based on a 
percentage of their income. Borrowers who make 
a set number of on-time repayments or who 
make payments through automatic banking can 
obtain additional interest rate reductions. 

How can I consolidate my loans? 
If you have a Direct Loan through the 
Department of Education you can call 1-800-557-
7392 or apply on-line at 
http://www.loanconsolidation.ed.gov. If you have 
a loan through the FFEL program (a bank-based 
loan) you can contact one of the companies that 
own or service your student or parent loan(s). 

If you have loans with more than one lender you 
can chose to consolidate through the Department 
of Education or with any lender that provides 
federal consolidation loans. 

When is the deadline to consolidate and lock 
in a low fixed rate? 
The deadline is June 30, but you should apply 
before then to beat the rush of applications. 

Can student borrowers consolidate their 
loans while they are still in-school? 
Before July 1st, you may be eligible to 
consolidate your loans while you're still in school. 
Consolidating while you're still in school will let 
you lock in the grace-period rate of 4.75 percent 



(borrowers who consolidate their loans, before 
July 1st, and while in repayment will lock in an 
interest rate of 5.375 percent). However before 
taking this option, borrowers should make sure 
that their lender will let them defer their 
payments until graduation. 

Can borrowers reconsolidate their loans? 
If you have already consolidated your loans, you 
cannot consolidate again. 

Can borrowers consolidate Perkins loans? 
Students who’ve borrowed Perkins loans, which 
carry a fixed interest rate of 5 percent and offer 
loan forgiveness to graduates working in certain 
fields such as teaching or social work, should 
carefully consider whether or not consolidation is 
right for them. If Perkins loan borrowers 
consolidate their loans, they lose their loan 
forgiveness benefits. 

For more information borrowers should contact 
the Department of Education at 1-800-557-7392 
or http://www.loanconsolidation.ed.gov. 
 
Please do not hesitate to contact my district 
offices at 215-517-6572 (Montgomery County) or 
215-335-3355 (Philadelphia) if you have any 
questions or concerns.  
 
For more information on my work in Congress on 
your behalf, please visit my Web site. To sign up 
to continue receiving my email newsletter - even 
during the Congressional blackout period - click 
here.  
 
Sincerely,  
 
Congresswoman Allyson Schwartz  

   
Contact Information 

Washington Office  
423 Cannon Office Building  
Washington, DC 20515  
phone: 202/225-6111 
fax: 202/226-0611  

Montgomery County Office  
706 West Avenue  

Jenkintown, PA 19046  
phone: 215/517-6572  

fax: 215/517-6575  

Philadelphia Office 
7219 Frankford Avenue 
Philadelphia, PA 19135 
phone: 215/335-3355 

fax: 215/333-4508 
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